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ENGROSSED SUBSTI TUTE HOUSE BI LL 2026

State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By House Labor & Wrkforce Devel opnment (originally sponsored by
Representatives Sells and Reykdal)

READ FI RST TI ME 04/ 08/ 11.

AN ACT Relating to creating the industrial insurance rainy day
account; anendi ng RCW51. 16. 035 and 51. 44. 100; reenacting and anmendi ng
RCW 43. 84. 092; and addi ng new sections to chapter 51.44 RCW

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 51.44 RCW
to read as foll ows:

The legislature finds that stability in industrial 1nsurance
premum rates benefits both enployers and workers. Further, the
| egi sl ature finds that econom c and ot her events nmay cause both benefit
costs and premuns collected to <change in unanticipated ways.
Therefore, the legislature intends that rather than return surplus
funds to enpl oyers and workers in the formof rate holidays, dividends,
and other returns, surpluses should be deposited into a rainy day
account to be used inlieu of a premumrate increase. The |egislature
further intends that funds deposited into the rainy day account be held
in trust for the enployers and workers who paid themin the form of
industrial insurance premuns and may not be expended for purposes
other than the benefits required by this title and the adm nistration
of those benefits.
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Sec. 2. RCWH51.16.035 and 2005 ¢ 410 s 1 are each anended to read
as follows:

(1) The departnent shall classify all occupations or industries in
accordance with their degree of hazard and fix therefor basic rates of
prem um whi ch shal |l be:

(a) The lowest necessary to maintain actuarial solvency of the
accident and nedical aid funds in accordance with recogni zed i nsurance
principles; and

(b) Designed to attenpt tolimt fluctuations in prem umrates.

(2)(@a)(i) Before_ proposing_premum_rates, the_ director shall
determ ne whether the conbined assets in the accident fund and nedi cal
aid fund are nore than ten percent greater than funded liabilities.

(ii) If the director finds that the conbined assets in the accident
fund and nedical aid fund are nore than ten percent greater than funded
liabilities, the director, subject to (a)(iii) of this subsection, nust
notify the treasurer of the excess and the treasurer nust transfer the
anpbunt of the excess to the industrial insurance rainy day account
created _in_section 4 of this act. The director nust determ ne_and
direct the treasurer whether to transfer the excess from the accident
fund or nedical aid fund, or both.

(iii) The director has_discretion to transfer to the_ industrial
i hsurance rainy day account anpunts that are nore than thirty percent
greater than funded liabilities. No transfer may be nade under this
subsection (2) if the director determnes that a transfer would inpair
the ability of the departnent to neet the obligations of this title.

(b) I'f the director determnes to increase average rates for the
accident fund or nedical aid fund, the anpbunt of the increase_ nust
first be funded fromthe industrial insurance rainy day account created

in section 4 of this act. The director nust notify the state treasurer
and the state treasurer nust transfer the anmount required to fund the
rate increase fromthe accident fund or nedical aid fund, or both, as
appropriate. The anpunt so transferred may not exceed the balance in
the industrial insurance rainy day account that is attributable to the
affected fund.

(c) The director nust consult wth the workers' conpensation
advi sory conmmttee in admnistering this subsection.

(3) The departnent shall fornmulate and adopt rules governing the
met hod of prem umcal cul ati on and col l ection and providing for a rating
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system consi stent with recogni zed principles of workers' conpensation
i nsurance which shall be designed to stinulate and encourage acci dent
prevention and to facilitate collection. The departnent nmay annually,
or at such other tinmes as it deens necessary to achi eve the objectives
under this section, readjust rates in accordance with the rating system
to becone effective on such dates as the departnment may designate.
However, the departnent nay not distribute prem um dividends, other
than refunds_under the retrospective rating plan pursuant to chapter
51.18 RCW and may not reduce average rates.

({ 3 —AHter—the—Hrst—report—ts—issued—by—the—state—auditor
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revi-ew-the—report—and,—as—the-conmrittee deens—appropriate—nmay—nake
" hed n:

(4) In providing a retrospective rating plan under RCW51. 18. 010,
t he departnment nmay consider each individual retrospective rating group
as a single enploying entity for purposes of dividends or premum
di scounts.

NEW SECTION. Sec. 3. A new section is added to chapter 51.44 RCW
to read as foll ows:

The decisions of the director under RCW 51.16.035 regarding
transfers to and from the industrial insurance rainy day account
created in section 4 of this act do not constitute "agency action"” or
"rul es" under RCW 34.05.010 and are not reviewable by any court or
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tribunal, but nust be announced as part of the rul e-nmaking process for
setting premumrates and nust be part of the departnent's rul e-naking
file under chapter 34.05 RCW

NEW SECTION. Sec. 4. A new section is added to chapter 51.44 RCW
to read as foll ows:

The industrial insurance rainy day account is created in the state
treasury as an industrial insurance trust fund. Revenues to the
account consist of transfers made pursuant to RCW51. 16. 035(2). Mbneys
in the account may be used solely for transfers into the accident fund
or medical aid fund or both in order to avoid premum increases in
t hose funds under RCW51.16.035 and retain their status as noneys held
in trust for purposes of the industrial insurance program The
treasurer nust separately account for any transfers to and from the
accident fund and the nedical aid fund.

Sec. 5. RCWH51.44.100 and 1990 ¢ 80 s 1 are each anended to read
as follows:

Whenever, in the judgnent of the state investnent board, there
shall be in the accident fund, nedical aid fund, reserve fund,
industrial insurance rainy day account, or the supplenental pension
fund, funds in excess of that anmount deenmed by the state investnent
board to be sufficient to nmeet the current expenditures properly
payabl e therefrom the state investnent board nmay invest and reinvest
such excess funds in the manner prescribed by RCW43.84. 150, and not
ot herw se.

The state i nvestnent board may gi ve consideration to the i nvestnent
of excess funds in federally insured student |oans nmade to persons in
vocational training or retraining or reeducation progranms. The state
i nvest nent board may make such investnents by purchasi ng from savi ngs
and | oan associ ations, comrercial banks, mutual savings banks, credit
unions and other institutions authorized to be Ienders under the
federally insured student |oan act, organized under federal or state
law and operating in this state |oans made by such institutions to
residents of the state of WAshington particularly for the purpose of
vocat i onal training or reeducation: PROVI DED, That the state
i nvest ment board shall purchase only that portion of any |l oan which is
guaranteed or insured by the United States of America, or by any agency
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or instrunentality of the United States of Anmerica: PROVI DED FURTHER
That the state investnment board is authorized to enter into contracts
with such savings and |oan associations, comrercial banks, nutual
savi ngs banks, credit unions, and other institutions authorized to be
| enders under the federally insured student |oan act to service |oans
purchased pursuant to this section at an agreed upon contract price.

Sec. 6. RCW43.84.092 and 2010 1st sp.s. ¢ 30 s 20, 2010 1st sp.s.
c 9s7, 2010 ¢c 248 s 6, 2010 ¢ 222 s 5, 2010 c 162 s 6, and 2010 c 145
s 11 are each reenacted and anended to read as foll ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account isS
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash nmanagenent inprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anobunts due to or
fromthe federal governnent pursuant to the cash nanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enment the provisions of the
cash nmanagenent inprovenent act, and this subsection. Ref unds or
al l ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banking services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
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credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i nconme account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The aeronautics account, the
aircraft search and rescue account, the budget stabilization account,
the capitol building construction account, the Cedar R ver channel
construction and operation account, the Central WAshi ngton University
capital projects account, the charitable, educational, penal and
reformatory institutions account, the cleanup settlenent account, the
Colunbia river basin water supply devel opnent account, the common
school construction fund, the county arterial preservation account, the
county crimnal justice assistance account, the county sales and use
tax equalization account, the deferred conpensation admnistrative
account, the deferred conpensation principal account, the departnent of
licensing services account, the departnment of retirenment systens
expense account, the developnental disabilities comrunity trust
account, the drinking water assistance account, the drinking water
assistance admnistrative account, the drinking water assistance
repaynment account, the Eastern Washington University capital projects
account, the education construction fund, the education |egacy trust
account, the election account, the energy freedom account, the energy
recovery act account, the essential rail assistance account, The
Evergreen State College capital projects account, the federal forest
revolving account, the ferry bond retirement fund, the freight
congestion relief account, the freight nobility i nvestnent account, the
freight nobility nmultinodal account, the grade crossing protective
fund, the public health services account, the health system capacity
account, the high capacity transportation account, the state higher
education construction account, the higher education construction
account, the highway bond retirenent fund, the highway infrastructure

account, the highway safety account, the high occupancy toll |anes
operations account, the hospital safety net assessnent fund, the
industrial insurance rainy day account, the industrial insurance

prem um refund account, the judges' retirenment account, the judicial
retirement admnistrative account, the judicial retirenment principa
account, the local |easehold excise tax account, the local real estate
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exci se tax account, the local sales and use tax account, the marine
resources stewardship trust account, the nedical aid account, the
mobile hone park relocation fund, the notor vehicle fund, the
not orcycl e safety education account, the nultiagency permtting team
account, the nmultinodal transportation account, the nunicipal crimnal

justice assistance account, the rmuni ci pal sales and use tax
equal i zati on account, the natural resources deposit account, the oyster
reserve |and account, the pension funding stabilization account, the
per petual surveillance and mai ntenance account, the public enpl oyees’

retirement system plan 1 account, the public enployees' retirenent
system conbined plan 2 and plan 3 account, the public facilities
construction | oan revol ving account beginning July 1, 2004, the public
heal t h suppl enental account, the public transportation systens account,
the public wrks assistance account, the Puget Sound capital

construction account, the Puget Sound ferry operations account, the
Puyal lup tribal settlenent account, the real estate appraiser
conm ssion account, the recreational vehicle account, the regional

mobi ity grant program account, the resource nmnagenent cost account,

the rural arterial trust account, the rural Washington | oan fund, the
site closure account, the small city pavenent and sidewal k account, the
special category C account, the special wldlife account, the state
enpl oyees' insurance account, the state enployees' insurance reserve
account, the state investnent board expense account, the state
i nvestnment board comm ngled trust fund accounts, the state patrol

hi ghway account, the state route nunmber 520 civil penalties account,

the state route nunber 520 corridor account, the supplenental pension
account, the Taconma Narrows toll bridge account, the teachers'

retirement system plan 1 account, the teachers' retirement system
conbi ned plan 2 and plan 3 account, the tobacco prevention and control

account, the tobacco settlenent account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation inprovenent board bond retirenent account, t he
transportation infrastructure account, the transportation partnership
account, the traumatic brain injury account, the tuition recovery trust
fund, the University of Washington bond retirenment fund, the University
of Washi ngton buil ding account, the urban arterial trust account, the
volunteer firefighters' and reserve officers' relief and pension
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principal fund, the volunteer firefighters' and reserve officers

adm ni strative fund, the Washi ngton judicial retirenent system account,
t he Washi ngton | aw enforcenent officers' and firefighters' system plan
1 retirenment account, the Washington |aw enforcenent officers' and
firefighters' systemplan 2 retirement account, the Washington public
safety enployees' plan 2 retirenment account, the WAshington school
enpl oyees' retirenent system conbined plan 2 and 3 account, the
Washi ngton state health insurance pool account, the Washington state
patrol retirenment account, the Wshington State University building
account, the Washington State University bond retirenment fund, the
water pollution control revolving fund, and the Wstern Wshington
Uni versity capital projects account. Earnings derived frominvesting
bal ances of the agricultural permanent fund, the normal school
permanent fund, the permanent comon school fund, the scientific
permanent fund, and the state wuniversity permanent fund shall be
all ocated to their respective beneficiary accounts.

(b) Any state agency that has independent authority over accounts
or funds not statutorily required to be heldin the state treasury that
deposits funds into a fund or account in the state treasury pursuant to
an agreenent with the office of the state treasurer shall receive its
proportionate share of earnings based upon each account's or fund's
aver age daily bal ance for the period.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
w thout the specific affirmative directive of this section.

--- END ---
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